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Presidential Documents

Title 3—

The President

Proclamation 9814 of October 31, 2018

Critical Infrastructure Security and Resilience Month, 2018

By the President of the United States of America

A Proclamation

The world today relies on critical infrastructure, such as power grids, water
and food supplies, election infrastructure, transportation systems, and com-
munications networks, that is increasingly complex, interconnected, and
interdependent. During Critical Infrastructure Security and Resilience Month,
we emphasize the vital role of strong national infrastructure in the national
and economic security of our Nation. By mitigating risks to our critical
infrastructure, we can keep America safe, healthy, and prosperous.

Cyber actors who aim to compromise or disrupt networks—often for monetary
and political gain—are an increasing threat to our critical infrastructure.
In September, I released the first fully articulated National Cyber Strategy
in 15 years. The implementation of this strategy will strengthen America’s
defenses against cyber threats, help to secure our critical infrastructure,
and protect cyberspace as an engine of economic growth, innovation, and
democratic security. A key aspect of the strategy is strengthening existing
partnerships with the private sector to thwart any threat and to protect
critical infrastructure. By improving engagement between the United States
Government and the private sector, we are better able to leverage the re-
sources and capabilities of those who own and operate the vast majority
of our Nation’s critical infrastructure. Safeguarding our democratic processes
is an important part of my strategy, and an imperative this election season.
The protection and security of our election infrastructure, which is critical
infrastructure, must be a top priority of the Federal Government and its
partners across the country.

We must also maintain our focus on other aspects of our critical infrastruc-
ture, which sustain our food supply, our fuel sources, and our means of
trade. National disasters like the recent wildfires, floods, and hurricanes—
as well as the activities of our adversaries—speak directly to the importance
of continuing to enhance and protect it. Every day, the Department of
Homeland Security is working with government and private sector stake-
holders to assess and address risks of every type to our critical infrastructure.

As we mark Critical Infrastructure Security and Resilience Month, we express
our gratitude for the increasing efforts throughout government and the private
sector to keep our Nation safe, secure, and prosperous. And we reaffirm
our commitment to using our collective skills, knowledge, and capabilities
to protect our country from evolving man-made and natural threats by making
the Nation’s critical infrastructure more secure and resilient.

NOW, THEREFORE, I, DONALD J. TRUMP, President of the United States
of America, by virtue of the authority vested in me by the Constitution
and the laws of the United States, do hereby proclaim November 2018
as Critical Infrastructure Security and Resilience Month. I call upon the
people of the United States to recognize the importance of protecting our
Nation’s infrastructure and to observe this month with appropriate measures
to enhance our national security and resilience.
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IN WITNESS WHEREOF, I have hereunto set my hand this thirty-first day
of October, in the year of our Lord two thousand eighteen, and of the
Independence of the United States of America the two hundred and forty-

third.
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Proclamation 9815 of October 31, 2018

National Adoption Month, 2018

By the President of the United States of America

A Proclamation

During National Adoption Month, we recognize the immeasurable love and
support that adoptive parents and families provide to hundreds of thousands
of children each year. We celebrate the life-changing act of adoption, bring
attention to the millions of Americans who are eager to adopt, and express
our gratitude to the families who have welcomed children into their lives
and homes. My Administration also acknowledges the courage of those
mothers and fathers who place their child for adoption. Our Nation grows
stronger because of the love and sacrifice of parents, both birth and adoptive.

Adoption is a blessing for all involved. It provides needed relief to birth
parents, who may not, for whatever reason, be in a position to raise a
child. It fosters loving homes for children. It enables individuals to grow
their families and share their love. And it fosters strong families, which
are integral to ensuring strong communities and a resilient country. To
secure the benefits of adoption, we must continue to assist families who
are willing to adopt children in need of a permanent home and support
the adoptive families already formed. We must also encourage all Americans
to recognize that adoption is a powerful way to show women they are
not alone in an unexpected pregnancy.

My Administration is dedicated to supporting the children in foster care
who are seeking permanent homes. Unfortunately, many youth leave foster
care at the age of 18 without lasting family connections. These children
deserve a permanent family, which can provide them with love, stability,
support, and encouragement as they pursue personal, educational, and em-
ployment goals and confront life’s opportunities and challenges.

Adoption affirms the inherent value of human life and signals that every
child—born or unborn—is wanted and loved. Children, regardless of race,
sex, age, or disability, deserve a loving embrace into families they can
call their own. This month, we honor the thousands of American families
who have grown because of adoption. We also stand with those children
in foster care, and we appeal to families, communities, and houses of worship
across our great Nation to help these children find a permanent home.

NOW, THEREFORE, I, DONALD J. TRUMP, President of the United States
of America, by virtue of the authority vested in me by the Constitution
and the laws of the United States, do hereby proclaim November 2018
as National Adoption Month. I encourage all Americans to observe this
month by helping children in need of a permanent home secure a more
promising future with a forever family, so they may enter adulthood with
the love and support we all deserve.
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IN WITNESS WHEREOF, I have hereunto set my hand this thirty-first day
of October, in the year of our Lord two thousand eighteen, and of the
Independence of the United States of America the two hundred and forty-

third.
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Proclamation 9816 of October 31, 2018

National Entrepreneurship Month, 2018

By the President of the United States of America

A Proclamation

Since the founding of our Nation, generations of Americans have drawn
upon every last measure of grit and determination to push the limits of
human knowledge, invention, and capability. Our Nation thrives today be-
cause bold entrepreneurs and innovators had vision and drive, stopping
at nothing to realize their dreams. This intrepid spirit, which burns in
the heart of so many Americans, kept Edison working into the candlelit
hours, lifted Earhart to new heights, and put a computer in every home.
And under my Administration’s policies, optimism among our Nation’s small
businesses and entrepreneurs recently reached the highest level ever re-
corded. During National Entrepreneurship Month, we celebrate the Americans
who forge new frontiers of possibility and prosperity, and we reaffirm our
commitment to creating an environment in which they can continue to
drive our country’s economic success.

My Administration is committed to policies that foster entrepreneurship
and create jobs. For too long, an outdated and convoluted tax code discour-
aged investment and limited opportunity for millions of hardworking Ameri-
cans. That is why, in December of 2017, I delivered on my promise to
unleash the potential of America’s economy by signing into law the Tax
Cuts and Jobs Act. These unprecedented tax cuts and reforms eased the
tax burden on entrepreneurs and expanded their access to capital, ushering
in a new era of economic growth.

My Administration is also implementing historic regulatory reform, removing
unnecessary and burdensome regulations, which have too often prevented
our country’s risk-takers from charting new paths of discovery. While working
at every turn to protect consumers and the environment from harm, our
deregulatory efforts have saved American families and business owners $33
billion. For the first time in modern history, Americans have experienced
an overall decrease in regulatory burdens. We will not let up. Americans
deserve a regulatory environment that facilitates innovation, rewards cre-
ativity, and allows the skills and dexterity of our entrepreneurs to shine.

Americans of every race, creed, and socioeconomic background are benefiting
from my Administration’s whole-of-government approach to economic
growth. For example, the Small Business Administration (SBA), through
its Women’s Business Center Program, is providing access to training and
counseling specifically for women in business. The SBA is also embarking
on an ambitious web-based effort to build awareness about resources available
for Hispanic job creators. Additionally, the Tax Cuts and Jobs Act created
new Opportunity Zones, which will attract billions of dollars in private-
sector investments to revitalize distressed communities in America.

These efforts are yielding extraordinary dividends. The unemployment rate
in September hit its lowest level in nearly half a century. The unemployment
rate for Hispanic Americans is at the lowest level in recorded history.
The unemployment rates for African Americans and Asian Americans have
also hit all-time lows. The same is true of the unemployment rates for
African-American women and African-American youth. And businesses
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owned by African-American and Hispanic-American women are growing
at a faster rate than any other category of female owned businesses.

This month, we celebrate every American entrepreneur who continues in
the proud tradition of taking risks and delivering remarkable new products
and services. We continue to be inspired by those who bring their ideas
to fruition, whether through ambitious business development, thrilling enter-
tainment, or groundbreaking research. And we renew our commitment to
removing obstacles to economic freedom so that our Nation’s entrepreneurs
are able to embrace their ingenuity and create the next generation of American
prosperity.

NOW, THEREFORE, I, DONALD J. TRUMP, President of the United States
of America, by virtue of the authority vested in me by the Constitution
and the laws of the United States, do hereby proclaim November 2018
as National Entrepreneurship Month. I call upon all Americans to commemo-
rate this month with appropriate programs and activities and to celebrate
November 20, 2018, as National Entrepreneurs’ Day.

IN WITNESS WHEREOF, I have hereunto set my hand this thirty-first day
of October, in the year of our Lord two thousand eighteen, and of the
Independence of the United States of America the two hundred and forty-
third.
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Proclamation 9817 of October 31, 2018

National Family Caregivers Month, 2018

By the President of the United States of America

A Proclamation

During National Family Caregivers Month, we pay tribute to the millions
of Americans across our Nation who selflessly care for family members
who are chronically ill, elderly, or who have a disability. We recognize
the challenges of caregiving and celebrate the joys of bringing support and
comfort to a loved one. We express our gratitude to them for the work
they do daily to ensure their loved ones are able to live in their homes
and communities.

Family caregivers are the foundation of our country’s long-term support
system. Every year, nearly 44 million caregivers assist loved ones with
a vast array of essential tasks, including eating, bathing, dressing, managing
finances, childcare, administering medications, and arranging doctor visits
and transportation. In performing these challenging duties with patience
and compassion, family caregivers embody selfless service and sacrifice.

My Administration is strongly committed to ensuring that family caregivers
have the support they need. Earlier this year, I was pleased to sign into
law the RAISE Family Caregivers Act, which will help support the millions
of family caregivers across our Nation and the individuals who rely on
them. This bipartisan legislation directs the Secretary of Health and Human
Services to develop and make available strategies for recognizing and sup-
porting family caregivers. It also establishes an advisory council that will
leverage expertise from across my Administration and our Nation to address
topics such as respite services and options, workplace flexibility, and finan-
cial security. It will also help people navigate the healthcare system and
produce further recommendations for supporting family caregivers. Similarly,
the Supporting Grandparents Raising Grandchildren Act, which I signed
on July 7, 2018, will help our Nation better address the needs of people
who provide full-time care for their grandchildren. Sadly, the number of
people caring for grandchildren is growing, as the opioid crisis continues
to ravage families across our country. I was also pleased to sign into law
the VA MISSION Act of 2018, which expands caregiver assistance to eligible
veterans who served our country before September 11, 2001.

As anchors for their loved ones, our Nation’s family caregivers promote
a culture that values the dignity of life at all stages and the importance
of family. This month, we acknowledge the dedication and compassion
of all those who work to improve their family members’ lives, and we
renew our commitment to supporting them in their labor of love.

NOW, THEREFORE, I, DONALD J. TRUMP, President of the United States
of America, by virtue of the authority vested in me by the Constitution
and the laws of the United States, do hereby proclaim November 2018
as National Family Caregivers Month. I encourage all Americans to acknowl-
edge, and express our gratitude to, all who provide compassionate care
to enhance the lives of their loved ones in need.
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IN WITNESS WHEREOF, I have hereunto set my hand this thirty-first day
of October, in the year of our Lord two thousand eighteen, and of the
Independence of the United States of America the two hundred and forty-

third.



Federal Register/Vol. 83, No. 215/ Tuesday, November 6, 2018 /Presidental Documents 55461

Presidential Documents

Proclamation 9818 of October 31, 2018

National Native American Heritage Month, 2018

By the President of the United States of America

A Proclamation

During National Native American Heritage Month, we celebrate the legacy
of the first people to call this land home. America’s Native Americans
have fortified our country with their traditions and values, making tremen-
dous contributions to every aspect of our national life. We remain committed
to preserving and protecting Native American cultures, languages, and his-
tory, while ensuring prosperity and opportunity for all Native Americans.

American Indians and Alaska Natives are both important components of
the American mosaic. Native Americans are business owners creating good
jobs for American workers, teachers educating our children, first responders
assisting neighbors in need, and leaders serving their communities. This
month, we especially recognize the immeasurable contribution of American
Indians and Alaska Natives who serve in the Armed Forces at five times
the national average. We also acknowledge the many American Indians
and Alaska Natives who are members of Federal, State, local, and tribal
law enforcement and who sacrifice their safety for the security of all.

My Administration is committed to the sovereignty of Indian nations—
including the rights of self-determination and self-governance—and ensuring
economic opportunity from Window Rock in Arizona to the Badger-Two
Medicine region in Montana. By engaging with tribal leaders as representa-
tives of sovereign nations, my Administration is working to find effective
solutions to pernicious challenges, such as generational poverty. Our partner-
ship is furthering economic development and advancing needed reforms.

My Administration has also embraced all Federal agencies—especially the
Bureau of Indian Affairs, the Indian Health Service, and the Bureau of
Indian Education—to improve the quality of services delivered to American
Indian and Alaska Native communities. We are combating the destructive
opioid epidemic, confronting human trafficking and violent crime, expanding
educational opportunity, increasing collaborative homeland security ap-
proaches to border security, and improving infrastructure throughout Indian
country.

Earlier this year, I was pleased to sign into law legislation giving Federal
recognition to six American Indian Tribes. The formal recognition of these
sovereign governments is a symbol of our ongoing effort to restore self-
governance and economic vitality to Native American peoples, and we wel-
come these tribes into America’s family of sovereign nations.

Our Nation is proud of and grateful for its Native American heritage and
traditions, including a history of innovation and entrepreneurship. The essen-
tial contributions of Native Americans continue to strengthen our American
family and brighten our future together. This month, I encourage all Ameri-
cans to learn more about American Indian and Alaska Native cultures as
we celebrate and honor the many Native peoples who have given so much
to our great Nation.

NOW, THEREFORE, I, DONALD J. TRUMP, President of the United States
of America, by virtue of the authority vested in me by the Constitution
and the laws of the United States, do hereby proclaim November 2018
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as National Native American Heritage Month. I call upon all Americans
to commemorate this month with appropriate programs and activities and
to celebrate November 23, 2018, as Native American Heritage Day.

IN WITNESS WHEREQF, I have hereunto set my hand this thirty-first day
of October, in the year of our Lord two thousand eighteen, and of the

Independence of the United States of America the two hundred and forty-
third.
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Proclamation 9819 of October 31, 2018

National Veterans and Military Families Month, 2018

By the President of the United States of America

A Proclamation

During National Veterans and Military Families Month, we salute the brave
and dedicated patriots who have worn the uniform of the United States,
and we celebrate the extraordinary military families whose selfless service
and sacrifice make our military the finest in the world.

Our Nation’s veterans represent the best of America. Generation after genera-
tion, men and women have answered the call to defend our country and
our freedom, facing danger and uncertainty with uncommon courage. They
make tremendous sacrifices by leaving their families to serve throughout
the homeland and in combat, contingency, and humanitarian operations
worldwide.

Our heroes have always relied on their families for strength and support.
Serving alongside our men and women in uniform are spouses, siblings,
parents, and children who personify the ideals of patriotism, pride, resilience,
service above self, and honor. They endure the hardships and uncertainty
of multiple relocations, extended trainings, and deployments because of
their admirable devotion to our country and a loved one in uniform.

President Ronald Reagan said, “America’s debt to those who would fight
for her defense doesn’t end the day the uniform comes off.” Our Nation’s
veterans fulfilled their duty to this country with brave and loyal service;
it is our moral and solemn obligation to demonstrate to them our continuing
gratitude, unwavering support, and meaningful encouragement.

I am steadfastly committed to ensuring our veterans and their families receive
the care and support they deserve. I was pleased to sign into law the
landmark VA MISSION Act of 2018, which revolutionizes the way veterans
receive healthcare and other services vital to their lives. The Department
of Veterans Affairs is continuing to raise its standard of service, including
through the establishment of the first national center of excellence for veteran
and caregiver research, which will improve services and outcomes for pa-
tients and their families. I have also mandated greater collaboration across
the Government to support veterans transitioning to civilian life. Addition-
ally, Second Lady Karen Pence and I have collaborated on ways to elevate
the career and educational opportunities for military spouses and children
in partnership with State, local, and tribal officials.

It is most appropriate that in this season of gratitude we stop to recognize
veterans, military families, and those who gave their lives in service to
this great Nation. We are indebted to these heroes for the freedoms we
enjoy every day. I ask all Americans to join me in offering our sincere
thanks to our veterans and the families who love and support them.

NOW, THEREFORE, I, DONALD J. TRUMP, President of the United States
of America, by virtue of the authority vested in me by the Constitution
and the laws of the United States, do hereby proclaim November 2018
as National Veterans and Military Families Month. I encourage all commu-
nities, all sectors of society, and all Americans to acknowledge and honor
the service, sacrifices, and contributions of veterans and military families
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for what they have done and for what they do every day to support our
great Nation.
IN WITNESS WHEREQF, I have hereunto set my hand this thirty-first day

of October, in the year of our Lord two thousand eighteen, and of the
Independence of the United States of America the two hundred and forty-

third.
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DEPARTMENT OF AGRICULTURE

Rural Utilities Service

7 CFR Part 1728

Specifications and Drawings for
Underground Electric Distribution
AGENCY: Rural Utilities Service, USDA.

ACTION: Final rule; request for
comments.

SUMMARY: The Rural Utilities Service
(RUS), a Rural Development agency of
the U.S. Department of Agriculture, is
amending its regulations for electric
standards and specifications in Bulletin
1728F-806 (D—806), ‘“Specifications and
Drawings for Underground Electric
Distribution,” which is incorporated by
reference, to digitize RUS accounting,
clarify RUS requirements, update
current standards and practices, and
improve customer service. This bulletin
contains complete specifications
settings forth the RUS requirements for
constructing rural underground electric
distribution systems using state-of-the-
art materials, equipment, and
construction methods.

DATES: This rule is effective November
6, 2018.

Incorporation by Reference: The
incorporation by reference of certain
publications listed in this rule is
approved by the Director of the Federal
Register as of November 6, 2018.

Written comments must be received
on or before December 6, 2018.

ADDRESSES: Submit comments by any of
the following methods:

e Federal eRulemaking Portal: Go to
http://www.regulations.gov and, in the
lower “Search Regulations and Federal
Actions” box, select “Rural Utilities
Service” from the agency drop-down
menu, then click on “Submit.” In the
Docket ID column, select RUS—18—
ELECTRIC-0006 to submit or view
public comments and to view
supporting and related materials
available electronically. Information on

using Regulations.gov, including
instructions for accessing documents,
submitting comments, and viewing the
docket after the close of the comment
period, is available through the site’s
“User Tips” link. Follow the online
instructions for submitting comments.

e Mail: Addressed to Michele Brooks,
Team Lead—Rural Development
Innovation Center—Regulations Team,
U.S. Department of Agriculture, 1400
Independence Ave. SW, Stop 1522,
Room 1562, Washington, DC 20250—
1522. Please state that your comment
refers to Docket No. RUS-18—
ELECTRIC-0006.

Instructions: All submissions received
must include that agency name and the
subject heading “Specifications and
Drawings for Underground Electric
Distribution.” All comments received
must identify the name of the individual
(and the name of the entity, if
applicable) who is submitting the
comment.

FOR FURTHER INFORMATION CONTACT: Mr.
Trung V. Hiu, Electrical Engineer,
Electric Staff Division, Distribution
Branch, U.S. Department of Agriculture,
Rural Utilities Service, Room 1262-S,
1400 Independence Avenue SW,
Washington, DC 20250-1569.
Telephone: (202) 720-1877. Fax: (202)
720-7491. Email: Trung. Hiu@usda.gov.

SUPPLEMENTARY INFORMATION:
Executive Order 12372

This final rule is excluded from the
scope of Executive Order 12372,
Intergovernmental Consultation, which
may require consultation with State and
local officials. A notice of final rule
entitled “Department Programs and
Activities Excluded from Executive
Order 12372,” (50 FR 47034) exempted
RUS loans and loan guarantees to from
coverage under this order.

Executive Order 12866

This rule falls under the category of
regulations, “Rural Electrification
Administration (REA) rules concerning
standards and specification for
construction and materials,” and is
exempted from the Office of
Management and Budget (OMB) review
for purposes of Executive Order 12866
and, therefore, has not been reviewed by
OMB.

Executive Order 12988

This final rule has been reviewed
under Executive Order 12988, Civil
Justice Reform. RUS has determined
that this rule meets the applicable
standards provided in section 3 of the
Executive Order. In addition, all state
and local laws and regulations that are
in conflict with this rule will be
preempted, no retroactive effort will be
given to this rule, and, in accordance
with Sec. 212(e) of the Department of
Agriculture Reorganization Act of 1994
(7 U.S.C. Sec. 6912(e)), administrative
appeal procedures, if any, must be
exhausted before an action against the
Department or its agencies may be
initiated.

Executive Order 13132, Federalism

The policies contained in this final
rule do not have any substantial direct
effect on states, on the relationship
between the national government and
the States, or on the distribution of
power and responsibilities among the
various levels of government. Nor does
this rule impose substantial direct
compliance costs on State and local
governments. Therefore, consultation
with states is not required.

Information Collection and
Recordkeeping Requirements

This final rule contains no new
reporting or recordkeeping burdens
under OMB control number 0572—-0131,
7 CFR part 1728, Electric Standards and
Specifications for Materials and
Construction, that would require
approval under the Paperwork
Reduction Act of 1995 (44 U.S.C.
Chapter 35).

Executive Order 13371, Deregulatory
Action

This final rule is not expected to be
an Executive Order 13771 deregulatory
action. This rule is expected to provide
meaningful updates to assist with
improving customer service.

Executive Order 13175, Consultation
and Coordination With Indian Tribal

Governments

The Agency has determined that this
final rule does not have a substantial
direct effect on one or more Indian
tribe(s) or on either the relationship or
the distribution of powers and
responsibilities between the Federal
Government and Indian tribes. Thus,
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this final rule is not subject to the
requirements of Executive Order 13175.
Consequently, the Agency will not
conduct tribal consultation sessions.

If a Tribe has questions about the
Tribal Consultation process please
contact Rural Development’s Native
American Coordinator at (720) 544—
2911 or AIAN@wdc.usda.gov.

USDA Non-Discrimination Statement

In accordance with Federal civil
rights law and U.S. Department of
Agriculture (USDA) civil rights
regulations and policies, the USDA, its
Agencies, offices, and employees, and
institutions participating in or
administering USDA programs are
prohibited from discriminating based on
race, color, national origin, religion, sex,
gender identity (including gender
expression), sexual orientation,
disability, age, marital status, family/
parental status, income derived from a
public assistance program, political
beliefs, or reprisal or retaliation for prior
civil rights in any program or activity
conducted or funded by the Department.
(Not all prohibited basis will apply to
all programs and/or employment
activities.) Remedies and complaint
filing deadlines vary by program or
incident.

Persons with disabilities who require
alternative means of communication for
program information (e.g., Braille, large
print, audiotape, American Sign
Language, etc.) should contact the
responsible Agency or USDA’s TARGET
center at (202) 720-2600 (voice and
TTY) or contact USDA through the
Federal Relay Service at (800) 877—-8339.
Additionally, program information may
be made available in languages other
than English.

To file a program discrimination
complaint, complete the USDA Program
Discrimination Complaint Form (PDF),
found online at http://
www.ascr.usda.gov/complaint filing
cust.html, or at any USDA office, or
write a letter addressed to USDA and
provide in the letter all of the
information requested in the form. To
request a copy of the complaint form,
call (866) 632—9992 to request the form.
Submit your completed complaint form
or letter to USDA by: (1) Mail at U.S.
Department of Agriculture, Office of
Assistant Secretary for Civil Rights,
1400 Independence Avenue SW,
Washington, DC 20250-9410, by Fax
(202) 690—-7442 or Email at
program.intake@usda.gov.

USDA is an equal opportunity
provider, employer, and lender.

Regulatory Flexibility Act Certification

It has been determined that the
Regulatory Flexibility Act is not
applicable to this final rule since the
Rural Utilities Service is not required by
5 U.S.C. 551 et seq. or any other
provision of the law to publish a notice
of proposed rulemaking with request to
the subject matter of this rule.

Catalog of Federal Domestic Assistance

The program described by this final
rule is listed in the Catalog of Federal
Domestic Assistance Programs under
No. 10.850, Rural Electrification Loans
and Loan Guarantees. This catalog is
available on a subscription basis from
the Superintendent of Documents, U.S.
Government Printing Office,
Washington, DC 20402-9325, telephone
number (202) 512—1800.

Unfunded Mandates

This final rule contains no Federal
Mandates (under the regulatory
provision of title II of the Unfunded
Mandates Reform Act of 1995 [2 U.S.C.
Chapter 25]) for State, local, and tribal
governments or the private sector. Thus,
this proposed rule is not subject to the
requirements of sections 202 and 205 of
the Unfunded Mandates Reform Act of
1995.

E-Government Act Compliance

RUS is committed to the E-
Government Act, which requires
Government agencies in general to
provide the public the option of
submitting information or transacting
business electronically to the maximum
extent possible.

National Environmental Policy Act
Certification

The Administrator of RUS has
determined that this final rule will not
significantly affect the quality of the
human environment as defined by the
National Environmental Policy Act of
1969 (42 U.S.C. 4321 et seq.). Therefore,
this action does not require an
environmental impact statement or
assessment.

Background

Pursuant to the Rural Electrification
Act of 1936, as amended (7 U.S.C. 901
et seq.), the Rural Utilities Service (RUS)
is amending Title 7 CFR Chapter XVII,
Part 1728, Electric Standards and
Specifications for Materials and
Construction, by making changes to 7
CFR 1728.97, Incorporation by reference
of electric standards and specifications,
RUS Bulletin 1728F-806 (D-806),
“Specifications and Drawings for
Underground Electric Distribution”
(incorporation approved for 7 CFR

1728.98). These changes are necessary
in order to digitize RUS accounting,
clarify RUS requirements, update
current standards and practices, and
improve customer service.

RUS maintains a system of bulletins
that contain construction standards and
specifications for materials and
equipment which must be complied
when system facilities are constructed
by RUS electric and
telecommunications borrowers in
accordance with the RUS loan contract.
These standards and specifications
contain standard construction units and
material items and equipment units
commonly used in RUS electric and
telecommunications borrowers’ systems.
The bulletin listed below is
incorporated by reference in 7 CFR
1728.97. The Director of the Federal
Register approves the incorporations by
reference in accordance with 5 U.S.C.
552(a) and 1 CFR part 51. A notice of
any change in this material will be
published in the Federal Register.
Copies of this bulletin are available to
the public at the following web address:
https://www.rd.usda.gov/publications/
regulations-guidelines/bulletins/electric.

The materials incorporated by
reference may be inspected at the Rural
Utilities Service, Stop 1520, Room
5820—S, Washington, DC 20250-1522,
call (202) 720-8674. The RUS bulletin
1728F-806 (D—-806) is available from the
Rural Utilities Service, Room 1246 -S,
U.S. Department of Agriculture,
Washington, DC 20250. For information
on the availability of this material, call
(202) 720-8674.

The following is a summary of the
changes that are included in this final
rule:

1. For consistency with RUS policy
and practices, the drawings are
renumbered to reflect RUS other
construction standards and
specifications. This will allow the
digitizing of accounting records.

2. To keep abreast with the industry
practices and respond to the
stakeholders interest, cable-in-conduit
and outdoor lighting construction
standard and specification are added.
These practices are common industry
wide but are not currently available
from RUS.

3. To enforce this rule as a standard,
the term “must” is replaced by ‘“‘shall”
throughout the rule where applicable.

4. As requested by the stakeholders,
the term “borrower” is replaced by
“owner”” throughout the rule where
applicable.

5. The high potential test is an
obsolete practice and removed.
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6. For 11 drawings, UA1 through
UC2-2, cable riser shield is removed
and separated into new UP unit.

7. For 5 drawings, UG6 through
UG17-3, combinations of elbows,
arresters, and connector blocks are
added.

8. Due to obsolete practices, the
following drawings are removed: UM3—
44, UM3-45, UM3-46, UM5-6, UM5—
6A, UM6-35, UM6-36, UM7-1, UM8-5,
UMS8-6, UM8-7, UM9-2, UM12, UM48-
3, UM48-4, UX7.

9. Three new drawings for Single
Phase Riser Pole Assembly Units, UA4,
UA.G, and UA1.USG, are added.

10. Two new drawings for Two Phase
Riser Pole Assembly Units, UB5 and
UBS, are added.

11. Eight new drawings for Three
Phase Riser Pole Assembly Units, UC3,
uC4, UCs, UC7.1, UC7?.3, UC7.4, UC8.1,
and UC8.2, are added.

12. Six new drawings for Foundation
and Assembly Units, UF.PBC, UF.PBN,
UF3.BC, UF3.BN, UF3.PN, and UF3.VC,
are added.

13. Five new drawings for
Transformer Assembly Units, UG1.01,
UG1.02, UG1.2, UG3.01, and UG3.02,
are added.

14. Four new drawings for Grounding
Assembly Units, UH2.0, UH2.2, UH2.7,
and UH4.1G, are added.

15. Two new drawings for Secondary
Assembly Units, UJ3.3 and UJ4.3, are
added.

16. Three new drawings for Service
Assembly Units, UK2.1, UK2.2, and
UK4, are added.

17. Five new drawings for
Miscellaneous Assembly Units,
UM1.XX, UM3, UM6.JN6226,
UMBS6.PKG, and UMB6.RK, are added.

18. Two new drawings for Outdoor
Lighting Assembly Units, UO1 and
UO2, are added.

19. Eight new drawings for System
Protection Assembly Units, UP7.04,
UP7.B1, UP7.B2, UP7.B3, UP7.C,
UP7.FC, UP7.UG, and UP8, are added.

20. A new drawing for Metering
Assembly Units, UQG, is added.

21. A new drawing for Recloser
Assembly Units, UR3, is added.

22. A new drawing for Sectionalizing
Assembly Units, US1.DC, is added.

23. Four new drawings for Trench
Assembly Units, UT2, UT3, UT4, and
UTS5, are added.

24. Four new drawings for Voltage
Control Assembly Units, UY1.1XX,
UY1.1.XXSW, UY3.2L, and UY3.3L, are
added.

List of Subjects in 7 CFR Part 1728

Electric power, Incorporation by
reference, Loan programs-energy, Rural
areas.

Accordingly, for reasons set forth in
the preamble, chapter XVII, title 7, the
Code of Federal Regulations is amended
as follows:

PART 1728—ELECTRIC STANDARDS
AND SPECIFICATIONS FOR
MATERIALS AND CONSTRUCTION

m 1. The authority citation for part 1728
continues to read as follows:

Authority: 7 U.S.C. 901 et seq., 1921 et
seq., 6941 et seq.

m 2. Revise §1728.97(a)(24) toread as
follows:

§1728.97 Incorporation by reference of
electric standards and specifications.
* * * * *

(a] * * %

(24) Bulletin 1728F-806 (D—806)
Specifications and Drawings for
Underground Electric Distribution,
October 11, 2018, incorporation
approved for § 1728.98.

* * * * *

m 3. Revise § 1728.98(a)(24) to read as
follows:

§1728.98 Incorporation by reference of
electric standards and specifications.

(8] * k%

(24) Bulletin 1728F-806 (D—806)
Specifications and Drawings for
Underground Electric Distribution),
October 11, 2018.

* * * * *

Dated: October 31, 2018.
Christopher A. McLean,
Acting Administrator, Rural Utilities Service.
[FR Doc. 2018—24248 Filed 11-5-18; 8:45 am]
BILLING CODE ;P

NATIONAL CREDIT UNION
ADMINISTRATION

12 CFR Parts 700, 701, 702, 703, 713,
723, and 747

RIN 3133—-AE90

Risk-Based Capital

AGENCY: National Credit Union
Administration (NCUA).

ACTION: Final rule; supplemental.

SUMMARY: The NCUA Board (Board) is
amending the NCUA’s previously
revised regulations regarding prompt
corrective action (PCA). The final rule
delays the effective date of the NCUA’s
October 29, 2015 final rule regarding
risk-based capital (2015 Final Rule) for
one year, moving the effective date from
January 1, 2019 to January 1, 2020.
During the extended delay period, the
NCUA'’s current PCA requirements will

remain in effect. The final rule also
amends the definition of a “complex”
credit union adopted in the 2015 Final
Rule for risk-based capital purposes by
increasing the threshold level for
coverage from $100 million to $500
million. These changes provide covered
credit unions and the NCUA with
additional time to prepare for the rule’s
implementation, and exempt an
additional 1,026 credit unions from the
risk-based capital requirements of the
2015 Final Rule without subjecting the
National Credit Union Share Insurance
Fund (NCUSIF) to undue risk.

DATES: The effective date of the final
rule published on October 29, 2015 (80
FR 66625) is delayed until January 1,
2020. In addition, the amendments to
§702.103 in this final rule are effective
on January 1, 2020.

FOR FURTHER INFORMATION CONTACT:
Policy and Analysis: Julie Cayse,
Director, Division of Risk Management,
Office of Examination and Insurance, at
(703) 518-6360; Kathryn Metzker, Risk
Officer, Division of Risk Management,
Office of Examination and Insurance, at
(703) 548-2456; Julie Decker, Risk
Officer, Division of Risk Management,
Office of Examination and Insurance, at
(703) 518—3684; Aaron Langley, Risk
Management Officer, Data Analysis
Division, Office of Examination and
Insurance, at (703) 518-6387; Legal:
John Brolin, Senior Staff Attorney,
Office of General Counsel, at (703) 518—
6540; or by mail at National Credit
Union Administration, 1775 Duke
Street, Alexandria, VA 22314.
SUPPLEMENTARY INFORMATION:

1. Introduction

The NCUA’s primary mission is to
ensure the safety and soundness of
federally insured credit unions. The
agency performs this function by
examining and supervising all Federal
credit unions, participating in the
examination and supervision of
federally insured, state-chartered credit
unions in coordination with state
regulators, and insuring members’
accounts at federally insured credit
unions.? In its role as administrator of
the NCUSIF, the NCUA insures and
regulates 5,573 federally insured credit
unions, holding total assets exceeding
$1.4 trillion and serving approximately
111 million members.2

At its October 2015 meeting, the
Board issued the 2015 Final Rule to

1 As of December 31, 2017, within the nine states
that allow privately insured credit unions,
approximately 116 state-chartered credit unions are
privately insured and are not subject to the NCUA’s
regulation and oversight.

2Based on December 31, 2017 Call Report Data.
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amend Part 702 of the NCUA’s current
PCA regulations to require that credit
unions taking certain risks hold capital
commensurate with those risks.3 The
risk-based capital provisions of the 2015
Final Rule apply only to federally
insured, natural-person credit unions
with quarter-end total assets exceeding
$100 million. The overarching intent of
the 2015 Final Rule is to reduce the
likelihood that a relatively small
number of high-risk outlier credit
unions would exhaust their capital and
cause large losses to the NCUSIF. Under
the Federal Credit Union Act (FCUA),
federally insured credit unions are
collectively responsible for replenishing
losses to the NCUSIF.4

The 2015 Final Rule restructures the
NCUA'’s current PCA regulations and
makes various revisions, including
amending the agency’s risk-based net
worth requirement by replacing the risk-
based net worth ratio with a new risk-
based capital ratio for federally insured,
natural-person credit unions (credit
unions). The risk-based capital
requirements set forth in the 2015 Final
Rule are more consistent with the
NCUA’s risk-based capital ratio measure
for corporate credit unions and, as the
law requires, are more comparable to
the regulatory risk-based capital
measures used by the Federal Deposit
Insurance Corporation (FDIC), Board of
Governors of the Federal Reserve
System, and Office of the Comptroller of
Currency (Other Banking Agencies). The
2015 Final Rule also eliminates several
provisions in the NCUA’s current PCA
regulations, including provisions related
to the regular reserve account, risk-
mitigation credits, and alternative risk
weights.

The Board originally set the effective
date of the 2015 Final Rule for January
1, 2019 to provide credit unions and the
NCUA with sufficient time to make the
necessary adjustments—such as
systems, processes, and procedures—
and to reduce the burden on affected
credit unions.

On August 8, 2018, the Board
published a proposed rule® (the
Proposal) to amend the NCUA’s 2015
Final Rule by (1) delaying the effective
date of the rule until January 1, 2020;
and (2) increasing the threshold level for

380 FR 66625 (Oct. 29, 2015).

4 See 12 U.S.C. 1782(c)(2)(A) (The FCUA requires
that each federally insured credit unions to pay a
Federal share insurance premium equal to a
percentage of the credit union’s insured shares to
ensure that the NCUSIF has sufficient reserves to
pay potential share insurance claims by credit
union members, and to provide assistance in
connection with the liquidation or threatened
liquidation of federally insured credit unions in
troubled condition.).

583 FR 38997 (Aug. 8, 2018).

coverage for NCUA’s risk-based capital
requirements from $100 million to $500
million by amending the definition of a
“complex” credit union. This final rule
adopts all the provisions in the Proposal
with only one minor change, which is
discussed in detail below.

II. The Final Rule and Public
Comments on the Proposed Rule

The NCUA received 38 comment
letters in response to its August 8, 2018
Proposal. These comment letters were
received from credit union trade
associations, Federal credit unions, state
credit unions, state and regional credit
union leagues, and other individuals.

A. Delayed Effective Date of the 2015
Final Rule

The Board initially established the
effective date of the 2015 Final Rule as
January 1, 2019 to provide credit unions
and the NCUA with an extended period
to make necessary adjustments to
systems, processes, and procedures, and
to reduce the burden on affected credit
unions in meeting the new
requirements. Based on feedback from
the credit union community and agency
staff, and the fact that the agency
proposed changing the definition of a
complex credit union, the Board
proposed delaying the effective date of
the 2015 Final Rule by one year, from
January 1, 2019 to January 1, 2020. The
Board believed extending the effective
date was necessary and beneficial, and
would provide covered credit unions
with additional time to adjust systems,
processes, and procedures affected by
the requirements of the 2015 Final Rule.

Under the Proposal, the NCUA’s
current PCA regulation would have
remained in effect until the 2015 Final
Rule’s proposed new effective date,
January 1, 2020. The NCUA would have
continued to enforce the capital
standards currently in place and
addressed any supervisory concerns
through existing regulatory and
supervisory mechanisms during the
extended implementation period. The
Board believed that, given the facts
above, extending the implementation
period of the 2015 Final Rule for an
additional year would be reasonable and
would not pose undue risk to the
NCUSIF.

Public Comments on the Proposed
Delay

Fourteen commenters explicitly
supported delaying the implementation
of the 2015 Final Rule until January 1,
2020 to allow the NCUA additional time
to provide early guidance on new
reporting requirements, and to help
mitigate any potential impact the 2015

Final Rule may have on the credit union
industry. Twenty two of the
commenters stated that they appreciated
the delay, but believed the delay should
be longer. Of those commenters, all
suggested that the delay should be for at
least two years, with a few suggesting
that more than two years might be
appropriate. A number of commenters
remarked that a two-year delay would
be consistent with the timeframe set
forth in legislation currently before
Congress, such as section 701 of H.R.
5841, and suggested that the two-year
delay was necessary to provide credit
unions and the agency sufficient time to
implement necessary systems,
processes, and procedures. Three
commenters suggested the 2015 Final
Rule should be delayed for two years or
more to give credit unions adequate
time to make the necessary adjustments
to meet the 10 percent risk-based capital
target. Two commenters suggested that,
in light of the health of the credit union
system, the NCUA can afford to provide
even more time, on a reasonable basis,
to facilitate the development of its own
examiners, as well as provide additional
time for covered credit unions to make
any strategic and operational changes
they need to prepare for risk-based
capital implementation. Two
commenters suggested the 2015 Final
Rule should be delayed two years or
more to give credit unions time to
understand and coordinate compliance
with the Financial Accounting
Standards Board’s final current
expected credit loss (CECL) standard,
and its relation to the requirements of
the 2015 Final Rule.

Two commenters recommend the
proposed one year delay be expanded to
include the grandfathering of the
“excluded goodwill” and “excluded
other intangible assets” provisions of
the 2015 Final Rule, which are currently
set to expire on January 1, 2029. In
particular, the commenters suggested
that the proposed delay of the 2015
Final Rule should also apply to the ten-
year deferral period associated with
supervisory mergers (example: The
January 1, 2029 effective date should be
adjusted to January 1, 2030). The
commenters suggested this additional
time would benefit credit unions that
hold a significant amount of excluded
goodwill or other intangible assets, as
those terms are defined in the 2015
Final Rule.

Eight commenters recommended
delaying implementation of the risk-
based capital rule until revisions to the
NCUA'’s regulations regarding
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alternative capital ® are finalized.
Commenters stated a delay would give
the NCUA time to finalize an alternative
capital rule permitting credit unions
additional ways to increase capital to
meet the risk-based capital
requirements.

Discussion of Delay in Implementation

Several commenters recommended
delaying implementation of the 2015
Final Rule to be consistent with
legislation before Congress. The Board is
aware there are bills before Congress
that would extend the effective date of
the 2015 Final Rule for two years;”
however, the Board continues to believe
a one-year delay is sufficient. Since the
2015 Final Rule was issued in final
form, covered credit unions and the
NCUA have had more than three years
to prepare for its implementation.
Providing credit unions an additional
year before implementing the 2015 Final
Rule, making the total implementation
period four years, should be more than
sufficient to allow credit unions to
incorporate the changes in the
definition of complexity made under
this final rule. Further, the change made
by this final rule to the definition of
complex credit union substantially
reduces the number of credit unions
subject to the 2015 Final Rule’s risk-
based capital requirements. Since the
2015 Final Rule was approved in
October 2015, the cumulative net worth
of credit unions with more than $500
million in assets has grown by more
than 34 percent.8 Credit unions that
meet the definition of complex already
hold, on average, more than 17 percent
capital, or 70 percent more than the 10
percent required to be well-capitalized
under the rule.? Accordingly, the Board
believes the proposed delay of one-year
will provide the NCUA and covered
credit unions with more than enough
time to make the necessary system
changes, and provide guidance and
training to implement the 2015 Final
Rule by January 1, 2020.

Additionally, while the Board
recognizes that CECL will have an

6 Commenters referred to secondary capital,
supplemental capital, and alternative capital.

7 See, e.g., Section 701 of H.R. 5841 (If passed, the
bill would delay the 2015 Final Rule, which defines
complex credit unions as those with greater than
$100 million in total assets, for two years past its
current effective date.).

8Based on December 31, 2017 Call Report Data.

9Based on December 31, 2017 Call Report Data.
Under the 2015 Final Rule, credit unions with total
assets greater than $100 million hold more than 18
percent capital, or 80 percent more than the 10
percent capital required, to be well-capitalized
under the risk-based capital standard. Under this
final rule 6 credit unions are required to hold
additional capital, representing 1 percent of the
complex credit unions.

impact on some credit unions’ financial
posture, it does not believe it is
necessary or appropriate to wait until
the implementation of the standard to
implement the 2015 Final Rule’s risk-
based capital requirements, as some
commenters requested. Under the 2015
Final Rule, all allowance for loan and
lease loss (ALLL) accounts are captured
in the numerator of the risk-based
capital ratio, thus implementation of
CECL will not be a change in the
accounting and classification of the
ALLL.10 Therefore, it is not necessary to
delay implementation of risk-based
capital to align with the implementation
of CECL.

Commenters requested that the delay
of the 2015 Final Rule’s effective date
should also apply to the goodwill and
intangible asset deferral period. The
2015 Final Rule provides credit unions
with 13 years to write down, or
otherwise adjust their balance sheets, to
account for goodwill and other
intangible assets acquired through a
supervisory merger or combination
before December 28, 2015.11 Only 6
credit unions with assets greater than
$500 million, report total goodwill and
intangible assets of more than 1 percent
of assets, and the valuation under
Generally Accepted Accounting
Principles (GAAP) of these existing
assets will be immaterial by the end of
the extended sunset date.2
Accordingly, the Board continues to
believe 13 years to respond to this
change is more than sufficient for credit
unions impacted.

Some commenters requested the
effective date of the 2015 Final Rule be
delayed to coincide with possible
changes to supplemental capital rules.
As noted in the 2015 Final Rule, the
NCUA plans to address additional forms
of supplemental capital in a separate
proposed rule. In February 2017, the
NCUA issued an advanced notice of
proposed rulemaking for alternative
capital,’® and the NCUA’s Regulatory
Review Task Force agenda, published in
August 2017, addresses the NCUA’s
intent with regard to the 2015 Final
Rule, with approximately 99 percent of
complex credit unions holding enough
capital to meet the risk-based capital
requirements. Accordingly, the NCUA
believes further delay of the 2015 Final
Rule to provide time for the

10 Credit unions can early adopt CECL as soon as
2019; thus, it is not necessary to delay
implementation of the 2015 Final Rule’s risk-based
capital requirements.

1180 FR 66625, 66648, 66707 (Oct. 29, 2015).

12Based on December 31, 2017 Call Report Data.

1382 FR 9691 (Feb. 8, 2017).

implementation of an alternative capital
rule is not necessary.

For the reasons discussed above, the
NCUA continues to believe that
extending the effective date of the 2015
Final Rule by one year is necessary, will
benefit the credit union industry and
the NCUA, and will not pose an undue
risk to the NCUSIF. Accordingly, this
final rule amends the 2015 Final Rule to
delay its effective date until January 1,
2020.

B. Definition of “Complex” Credit
Union

Under § 702.103 of the NCUA’s 2015
Final Rule, a credit union was defined
as “‘complex” and the NCUA’s risk-
based capital ratio measure was
applicable only if the credit union’s
quarter-end total assets exceeded $100
million, as reflected in its most recent
Call Report. Consistent with the spirit
and intent of Executive Order 13777, the
NCUA further analyzed the impact of
the NCUA’s risk-based capital
requirements and the portfolios of assets
and liabilities of credit unions to
identify potential ways to reduce
regulatory burden on credit unions.4

Based on the NCUA'’s analysis,
discussed in more detail below, the
Board believed that $500 million in total
assets would be a more appropriate
threshold level for defining a complex
credit union. Increasing the threshold
level to $500 million in total assets
would reduce regulatory burden on
credit unions by more closely tailoring
the applicability of the NCUA’s risk-
based capital requirement to cover only
those credit unions that, if they failed,
individually could present an undue
risk of loss to the NCUSIF. This
amendment would exempt an
additional 1,026 credit unions—a total
of 90 percent 15 of all credit unions—
from the 2015 Final Rule’s risk-based
capital requirements. However,
approximately 85 percent of the
complex assets and liabilities and 76
percent of the total assets in the credit
union system would still be subject to
the risk-based capital requirement.16
Accordingly, consistent with
requirements of section 216(d)(1) of the

14 The Board has always intended to periodically
review the threshold of a complex credit union, as
noted in the preamble to the 2015 proposed Risk
Based Capital Rule. 80 FR 4339, 4378 (January 27,
2015).

15 Based on December 31, 2017 Call Report data.
For comparison, if the threshold were to remain at
$100 million about 72 percent of all credit unions
would be exempt.

16 For comparison, if the threshold were to remain
at $100 million about 98 percent of the complex
assets and liabilities and 93 percent of the total
assets in the credit union system would be subject
to the risk-based capital requirement.
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FCUA, proposed § 702.103 provided
that, for purposes of § 702.102, a credit
union is defined as “complex,” and a
risk-based capital ratio requirement is
applicable, only if the credit union’s
quarter-end total assets exceed $500
million, as reflected in its most recent
Call Report.

The $100 million asset threshold
adopted in the 2015 Final Rule for
determining whether a credit union is
complex was based on a complexity
index (original complexity index or
OCI). The OCI counted the number of
complex products and services provided
by credit unions based on the following
indicators:

Member Business Loans
Participation Loans

Interest-Only Loans

Indirect Loans

Real Estate Loans

Non-Federally Guaranteed Student
Loans

¢ Investments with Maturities of

Greater than Five Years (where the

investments are greater than one

percent of total assets)
¢ Non-Agency Mortgage-Backed

Securities
e Non-Mortgage Related Securities With

Embedded Options
e Collateralized Mortgage Obligations/

Real Estate Mortgage Investment

Conduits
e Commercial Mortgage-Related

Securities
e Borrowings (Draws Against Lines of

Credit, Borrowing Repurchase

Transactions, Other Notes, Promissory

Notes, and Interest Payable)

o Repurchase Transactions
e Derivatives
¢ Internet Banking

As discussed in more detail in the
2015 Final Rule, these products and
services were determined by the NCUA
to be good indicators of complexity.1”

The Board proposed revising the
original complexity index (revised
complexity index or RCI), and to apply
a new complexity ratio (complexity
ratio or CR) for analyzing the portfolios

1780 FR 66625, 66663 (Oct. 29, 2015). The 2015
Final Rule states “For the purpose of defining a
complex credit union, assets include tangible and
intangible items that are economic resources
(products and services) that are expected to produce
economic benefit (income), and liabilities are
obligations (expenses) the credit union has to
outside parties. The Board recognizes there are
products and services—which under GAAP are
reflected as the credit union’s portfolio of assets and
liabilities—in which credit unions are engaged that
are inherently complex based on the nature of their
risk and the expertise and operational demands
necessary to manage and administer such activities
effectively. Thus, credit unions offering such
products and services have complex portfolios of
assets and liabilities for purposes of NCUA’s risk-
based net worth requirement.”

of assets and liabilities of credit unions
to determine which were “complex.”
The RCI would have amended 6 of the
indicators in the original complexity
index so the index would more
accurately reflect “complexity” in credit
unions and take into account certain
regulatory changes that were made after
the 2015 Final Rule was approved. The
revised complexity index was the same
as the original complexity index, with
the following six changes:

o It replaced the indicator for
“member business loans” with an
indicator for “commercial loans” to
reflect changes to the NCUA’s member
business lending rule,’8 and current Call
Report data collection requirements.

e It replaced the indicator for
“‘participation loans” (which included
participation loans sold and
participation loans held) with an
indicator for “participation loans sold”
to restrict the indicator to the most
complex component of participation
loans.

e It replaced the indicator for
“interest-only loans” to exclude first-
lien mortgages. The remaining interest
only loans include complex payment
options. For example, only requiring
monthly payments of interest during
draw periods.

¢ It removed the indicator for
“internet banking” because it has
become a typical mechanism for
members to transact business with most
credit unions, with 78 percent of credit
unions engaging in some type of
internet banking. Also, it is not an asset
or liability—therefore there is no
suitable way to translate the volume
into a financial measure for purposes of
defining complex.

¢ It removed the indicator for
“investments with maturities greater
than five years (where the investments
are greater than one percent of total
assets)” because the indicator is
adequately captured in the other index
components.

o It replaced the indicator for “real
estate loans (where the loans are greater
than five percent of assets and/or sold
mortgages)” with an indicator for “sold
mortgages”’ to account for the most
complex component of real estate loans.

The NCUA believed the revised
complexity index would provide a more
accurate methodology, based on the
assets and liabilities of credit unions, for
identifying when credit unions engage
in complex activities and defining credit
unions as ‘““‘complex.” Among credit
unions with $500 million or more in
total assets, 100 percent engage in at

18 See 12 CFR 723.2; and 81 FR 13529, 13538
(March 14, 2016).

least one complex activity, and 96
percent engage in three or more
complex activities.19

In addition to the RCI, the Board also
proposed to use a ratio of complex
assets and liabilities to total assets
(complexity ratio or CR) to evaluate the
extent to which credit unions are
involved in complex activities. The CR,
when used in conjunction with the
revised complexity index, took into
account the volume of the complex
activity engaged in by complex credit
unions and provided a more accurate
measure of credit union complexity.2°
The numerator of the CR was the dollar
value sum of the complex assets and the
liabilities held by a credit union, where
complex assets and liabilities are
determined using the same complexity
indicators as used in the RCI. The
denominator of the CR was the total
assets of the credit union.

Credit unions with greater than $500
million in total assets held complex
assets and liabilities as a larger share of
their total assets than smaller credit
unions.2® The complexity ratio
increased from 23 percent among credit
unions with less than $500 million in
total assets to 40 percent among credit
unions with more than $500 million in
total assets. Of the $497 billion in
complex assets and liabilities in the
credit union system, $423 billion (85
percent)—the majority of complex assets
and liabilities in the credit union
system—were held among credit unions
with more than $500 million in total
assets.22

Larger credit unions were much more
likely to have a significant share of their
balance sheet in complex assets and
liabilities.23 Nearly all credit unions (95
percent) with more than $500 million in
total assets have complex assets and
liabilities greater than 10 percent of
their total assets, and 66 percent have

19Based on December 31, 2017 Call Report data.

20 See 80 FR 66625, 66661 (Oct. 29, 2015) (As
pointed out by at least one commenter, credit
unions should not be considered complex unless
complex activities are undertaken in significant
volumes. The commenter provided the following
example: A credit union that lends a member
$60